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GOVERNMENT INDUSTRIAL POLICIES
IN RESPECT OF SMALL AND MEDIUM
ENTERPRISES !N NIGERIA

t
flF

ALH. K. M. OBITAYO

role of SME rn fostering
The
I economic development has been
well articulated in different fora of this
nature. The specific attention on them
is based on their expeded impact and
potential contribution on broad and drversified production base, as well as

f

acilrties, reducing their production costs,

boosting iireir prof itabilities, enhancing
their survival and growth capacrties as
well as expanding their contributions to

non-oil exports by making their products competitrve rn the export markets.

their accelerative effect in achieving

Thrs paper is, therefore, aimed at ex-

macro objectives pertaining to full employment, income distribution and the
developmentof localtechnology They
are particularly most conducive for dif-

amining various government pohcies
and their elfects on the survval and
growth of SMEs. lt rs crucialand impor-

fusion of management skills and
stimulation of indigenous entrepreneurship overtime
Government has been playing ap-

preciative role in promoting the survival
and growth of small - medium enterprises in recognition of their f lexible and
adaptive nature as well as therr re-generative power in promoting economic
development. Government, in believing that a dynamic and growing small
medium manufacturing sub-sector can
contribute significantly to the implementation of a wide range development
objectives, has thus enunciated various
policies to encourage their prolileration

and make them veritable engines ol
-.growth and development. ln the third
and fourth development plans and the
on-going three year rolling plan. priority

was accorded rndustrialization with
greater emphasis on SMEs . The basic

objectives of government policies, as
,conlained in the monetary and frscal
policy measures, are to improve the
inanclng andrther supportive servic€s
to SMEs by expanding and improving
their access to credit and inlrastructure
f

*

tanl for us to understand and appreciate
what constitutes a small or medium
scale enterprise, what lactors militate
against their survival, growth and prolileration for which government policres
have been formulated to address The

paper is structured broadly into four
sections The tirst section gives an
overview of the def inition of SM Es, their

characteristics and roles as well as
recognised problems. Section ll discusses government policies lor promoting SMEs. lt reviews the monetary
and fiscal policy measures adopted in
respect of SMEs in Nigerra.

Section

lll

apprarses the impacts ol

government policies on the SMEs. The
last section provides a brrel summary
and conclusron

Section I
inition, Characteristics, Roles
and problems ol Small Scale.
Enterprises Definition of Small and
Medium Enterprises
Def

For an adequate drscussion on government policies and their impacts on
the small and medium scale industrial
enterprises, it is necessary to state what
essentrally constitute small and medium

scale enterprises. The essence of lhe
delinition and classif ication is to enable
gove rnme nt and the promotion agencies

to differentiate while availing specific
SMEs necessary facilities and assistance due to them. Often, there is no
single criterion for ,classifying a business unit as small or medium scale

rndustry. The terms small, medium and
large are relative anddifferfrom industry
to industry, country to country and there
rs no unique or universally accepted
definition of these terms. lt is important
also to recognise that detinitions change

over a period of time and depend to a
large extent on a country's levelof development. What was large-scale in the
1950s may now be regardeci as smallscale today. Also, some industries are
typically small (crafts, pottery, etc)while
others are typically large scare (iron and

steel manufacturing for example) in
terms of invested capital and/or em-

ployment.

I

Probably due to differences in policies focus, different government agen-

small scale enterprises are those
with annual turnover not exceedine
N500,000. ln the case of merchanr
banks, they are enterprises witl
capital investment not exceeding N2
million(excluding cost ol land) or witf
maximum turnover not more than NI
million:

(ii) ln the Federal Ministry of nAustV'{
I

Paper presented at a Course on "Financing Small and Medium Scale Manufacturing Enterprises in Nigeria", organised
by the Centre For lndustrial Research and Developnient, Obafemi Awolowo Universfty, lle-lfe on May 7, 1991.
33
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guidelines to theNigerian Bank for Com-

with investment cost below N100,000

merce and lndustry (NBCI), small

cost of land excluded, but working capital inclusive;
(vii) With regards to the National Eco-

scale enterprises are defined as those
not more than N500,000
(excluding cost of land but including
working capital).The NBCI, in its regular
operations has adopted the definition of
small scale as those with cost of
capital not in excess ol N750,000 (excluding cost of land but including working capital);
(iii) The Centre for lndustrial Research
and Development (Cl RD) at the Obaf emi
Awolowo University, lle-lfe, defines as
small-scale, tlrcse enterprises with total
assets in capital equipment, plant and
working capital not exceeding N250,000
with total cost

and employing not

more

than 50 fulltime workers;

(iv) The Nigerian lndustrial Development Bank (NIDE) defines as small
scale,enterprises with project cost (investment and working capital) not
exceeding N750,000 while it defines as
medium scale, those businesses in the
range
N750,000toN3.0 m
The introduction of the Structural
Adjustrnent Programme (July 1986June 1988) and with it, the realignment

(v)

of

of the naira

exchange rate

raised production cosl Particularly {or

high import-dependent industries.
The higher operational costs as a

result of the depreciation of the
naira motivated the World Bank to consider a definition closely related to pre

sent-day cost-price con- figuration. ln
its programme

of

$270 million ban

assistance to Nigeria's small and
medium scale businesses, the World

Bank identiled a group relerred to
as micro enterprises. These are en-

terprises with fixed assets (excluding
land) plus cost of the investment projeci

below N400,000 in

constaflt

1988 prices. lt also defined small and
medium scale enterprises as
those with fixed assets (excluding land

plus cost of the

investment
p@ect not exceeding N10 miltion in
constant 1988 prices
(vi) ln the new industrial poticy for Nigeria, smallscale industries are defined as
those with total investment of between
N100,000 and N2.0 miilion exctuding
cost of capital but including working
capital. The new policy recognizes what
it refers to as micro/cottage industrres
which are defined as those enterprises

nomic Reconstruction Fund
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the product line than to other matters,
such as the use of capital.
(viii) Less organisational differentiation.
(ix) Lower employee turnover, higher
labour investment ratio.

(x) Employer-employee relationship

(NERFUND), small medium scale enterprises are def ined as those with f ixed
assets other than land but inclusive of

tends to be more diff icult especially when

the cost of new investment, not exceeding

ineff iciencies.

it comes to recognizing and correcting
Shorter cycles, product development

N10 million.

(x i)

The foregoing highlights the f luidity in the

or R & D cycle has to be considerably
shorter in small and medium units. A

concept of small and medium scale
businesses. The range in the delinition

possible exception is the average age of

is extremely wide lrom N250,000 in total

account receivable which is grealer in

assets (CIRD) to N10 million in fixed
assets excluding cost of land (World
Bank and the NERFUND). However, for
the purpose of this paper and given the
prevailing high cost situation, the paper
would regard as smallscale, enterprises
with lixed assets plus cost of investment
Project (Land excluded) of up to N2
million while those fixed assets and
project cost not less than N2,0 million

SMEs.
(xii) Performance standards are almost
impossible to establish and enforce under the kind of informality that prevail in
SMEs.
(xiii) SMEs have special problem with
respect to growth in corporate size. The
limited resources and financial vulnerability ol SMEs usually increase rather
than diminish the risks.

but not exceeding N10 million would
be reqarded as medium scale.
Nature, characteristics ol SMEs
(i) The small-medium units'equty base

Roles of SMEs
The roles of SMEs are welldocumented

is relatively small and is usually distributed over a much smaller base than in
large f irms. Ownership and management
are often held by one individual. There is

in the literature on SMEs. These are
summarised here in order to determine

what policy issues would facilitate their
realisation.

greater owner influence, more of one
person domination in SME.
Thus the ownership structure is highly
lamily centred.

(i) SMEs constitute the very basis of the

(ii) Less sharing of decision making:
decisions are more sublective (based

(iii) Provide an effective means

less on analysi).
(iii) Greater concern with linancial matters; greater difficufty in attracting funos
for expansion.
(iv)The inability of proprietorto separate
his private funds from the company's
funds contribute to the'inefficiency and
non-performance of most SMEs.
(v) They are more reluctant about risk
taking. The nature and origins of most
lirms arising as they do out of gamble of
one or tvvo men militates most firms
arising as theydo out ot gamble of one or
two men militates againstthetaking risks
on new ventures.
(v) Small and mediurn unrts are more
closely attached to the products that

national economy;
(ii) Development of local technology;
of

stimu lating indigenous entrepreneurship

(iv) Greater employment creation per
unit of capital rnvestedl
(v) Mobilrsation and utilisation of domestic

savings;
(vi) Ensure the structural balance in terms
of large and smallindustrialsectors, as
well as rural and urban areas;
(vii) Ensure the supply of high quality
parts and components and intermediate
producls, hereby strengthening the in-

ternational competitiveness

of

manu-

factured goods;

launched them They f rnd it less easy to
shift from what they now produce to

(viii) Stimulate technological development and innovations,
(xi) Produce specialised items in small
quantity to meet current and diverse
demands:
(x) Effective in subcontracting with targe
enterprises;

something radically drfferent.
(vii) Small-scale units are product inten_
sive; they tie their objectives closely to

and improving ftexibitity;
(xiri) Capacity to expand export possi-

(xi) lncrease eff iciency by reducing costs
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bilities and substitute imports eflectively.
(xiii) Produce import substituting ma-

chinery and equipment (copying, duplication and muttiplication ol prolotype
machinery and equipment for possible
leasing.

(xiv) Mitigate rural- urlcan mQration.

Problems ol SMEs
Some of the major problems ol SMEs
stem from their nature and charaderistics. These problems have somewhat

(v)

Poor Accounting Standards

Many do not keep proper records ol
disbursements and receivables. Failure
to keep proper accounl and records
creates more problems in limiling their
access to institutionalcredits. SMEs do
not fully account lor costs. Assets and
liabilities and sources and uses ol lunds
are often not clarified and consequently,

also leads sometimes to the pursuit of
wrong policies.

(ix)

Restrided Access to lnstitutional

Credit

Many SMEs are unable to meet the
lending requirements of the commercial
and merchant banks owing to improper
record keeping by the SMEs and/or inadequatecapital base. The banks regard

estimated profits or losses do not lruly

most SMEs as high risk ventures and

the return to invested capilal. For
many SMEs, cash inflow very often lags

therefore shy away f rom them.

ref lect

limited their access to capital and other
services for which government policies
are specifically meant to solve.

behind outflow success of a business
hinges on proper planning. Planning is

(i) Poor Management

The linancial institutions more often than

Poor Management has remained the

nol needs certain information on which
to make a loan decision.

possible only when data is available.

major singlelactorlhat has crippled many
SMEs in Nigeria. This usually resultf rom
poor control systems; improper keeping
ol financial records; lack ol technical and

economic counselling and imperfect
markets.

(ii)

High Rate of Business Failure

lnadequate working capital which restrictsthe productive capacities of some
SMEs leads in some cases to their demise. Financial institutions, especially

the banks, consider lhem as high risk
venture which are very vulnerable to
sudden policy changes.

(iii) Low ProductMity
Productivity is generally low in small
units. Since prof it is the outcome of sales
and costs, the volume produced influence

costs and prolits. Because of low productivity they find it diflicult to survive
with stiff competition.

(iv)

Undercapitalisation
Many SMEs are undercapitalised. They
sutfer lrom inadequate working capital
and thus have dilficulty in funding their
business operation especially the purchase o{ raw materials. At times, payments are held up bycustomers andthat
constitutes the cause of a large part of
small industries financial difficulties. lt
places not only a heavy credil burden on
SMEs but creates uncertainty to their
working capital requirementsl lnad-

equate working capital restricts their
productive activities. The problem ol
lengthy delays by customers in paying
for purchases is particularly acute in the
case ol sales to governmental agencies.

(vi)
I

Shortage of Skill
nadequate linancial resources constrain

many SMEs to use semi-skilled or unskilled labour. This, of course affects
productivity, restrains expansion and
limits competitiveness.

(vii) lndiscipline
Some smalland medium scale industrialists are not disciplined inthe sensethat
they deliberately divert loans obtained
lor project support to ostentatious expenditure. Some do not divert brut refuse
to pay back loans, as and when due;the

SECTION II
GOVEBNMENT POLICIES
FOR PROMOTING SMALL
AND MEDIUM SCALE EN.
TERPRISES
ln realisation of the advantages ol
promoting SMEs, the Federal Government has continued to play pioneering

and active roles since the 1970s in
stimulating SMEs. lts policy objectives
in this context could be summarised as:

(i)

'

lndustrialdevelopmentandnational
through industrial dispersal ;

' integration

interest and principal on loans lrom
government-owned f inancial institutions
are often misconceived as their share of
national cake' Although there are some
genuine cases of loans defaults arising
lrom operational difliculties, indiscipline
remains a majorcause of non-perlorming
loans. lt has contributed in no smallway
to banks' accumulation of bad and
doubtful debts, with the result that new
loans are not easy to come by.
(viii) Aversion to Disclosure of lnformation:
Many smalland medium scale industrialists have a great aversion to disclosing
the details of their operation, such as
supply sources, production processes,
production costs, profit margins and difficulties encountered. The disclosure
about theiroperation is regarded by some
SMEs as an incursion on privacy, while
some are reluctant to let anyone advise
them on how to run their business. lnadequate disclosure on their operations
often restrids their access to creditit

(ii) provision of grealer

employmertt

opportunities;

(iii) increased production of manufactured exports;

(iv)

the development of indigenous

technology;

(v)

increasing localcontent of industrial

output (use of local raw materials to
promote greater linkages and backward

integration to raise general level ol
economic activity. Accordingly, the
government has employed combination of monetary andfiscalmeasures as
well as industrial incentives to enhance
the achievement ol lhe desired goals. lt
has enunciated poticies through National
Development Plans, annualbudgetsand
its agencies to provide linancial and

technical assistance to sMEs.
Specilicatly, the government has
-1 5
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played lead role in:
(i) providing infrastrucluralfacilitieslor
SMEs by setting up industrial estates
and areas (to reduce overhead costs)

(ii) providing local finance through its
agencies particularly the Nigerian lndustrial Development Bank (NIDB), the

Nigerian bank for Commerce and lndustry (NBCI) and the World Bank assisted SME Apex Unit.

(iii) Directing the banks, through its
monetary policy to grant specified
minimum credit to SMEs;
(iv) Facilitating and funding institutions
like the centre for lndustrial research
and Development, Obafemi Awolowo
University, lle-lfe with the purpose of
training personnel in small-scale industries management conducting research into SMEs problems land
(v) Acquainting policy makers and financiers with the features and needs of
SMEs by lacilitating and guaranteeing
external finance through international
financial institutions, such as the World
Bank and the African Development
Bank.

An Overview of the monetary and
fiscal policies adopted in respect
of Small and Medium Enterprises
in Nigeria Monetary Policy Measures
Monetary policy may be described as
measures which deal with the discretionary control of money supply by the
monetary authority with a view to
achieving stated economic objectives.
It involves policy actions designed to
influence the cost and availability of
credit.

(a)

Development of the money,
capital markets and financial intermediaries

ln order to enhance the perlormance of the financial system and eflectiveness of monetary policy, the
monetary authorities paid great attention

to the development of the money and
capital markets and also establishment
ol f inancial institutions to provide f inance

to small scale industries. ln addition,
various financial intermediaries were
encouraged or established by the
monetary authorities. These include
the Nigerian lndustrial Development
Bank (NIDB) and the Nigerian Banks for
Commerce and lndustry (NBCt)

JIJIY /SEPTEMBER 199I

Direct Control of Credit
Belore the introduction of the
Structu ral Adju stment ftogramme (SAP)
and deregulation of the economy, the
interest rates in Nigeria were directly
managed by the monetary authorities.
The practice in Nigeria then contrasted

with what operated and still operate in
developed economies where market
forces determined the level of interest

rates. The practice in Nigeria makes it
possible for the government to set the
deposit and lending rates of the financial intermediates. Also the practice
made it possible {or the government to
set the rates for lending to specified
sectors of the economy with a view to
those
encouraging lerrding
sectors. Thus lending rates to
small and medium scale enterprises,

to

agriculture, residential and building
construction sub-sectors were lower
than the rates for other borrowers.

(i)

The policy of direct controlof credit

is applicable not only to commercial
banks but also to lhe merchant banks.

the stipulation that not less than 40 per
cent of total deposits collected through
banks' rural branches should be lent to
customers in those ruralareas. This 40
per cent has been raised to 50 per cent

in 1991.

(v)

Forthe purpose of sectoral
and sub-sectoral allocations of credit
the sectors and sub-sectors are cat-

into: Preferred sectors and
less-pref erred sectors. The loans to the

egories

preferred sectors are minima in the
sense that the banks can exceed the
stipulated proportions while loans to
the less preferred sectors are maxima
which implies that the banks must not
exceed the stipulated proportions (See
Table 1 ) The proportion of total loansto
the two broad categories (the seclors
and sub-sectors are alteredf romtimeto
time to reflect the desirable direction in
the allocation of banks' credit. The
prescribed distribution of commercial
and merchant banks' loans and advances in 1990 and 1991 are shown in
table. 2.

ln orderto controlthe credit operation of
the banking system, the monetary authorities imposed credit ceilings on the
overall expansion of credit, taking into

Banks Equity holding in Companles
ln its 1988 Budget, Government lifted
the ban on banks'equity participationin
industries in response to clamour by

accou nt acceptable levels/expans ion of
other relevant economicvariables such
as the Gross Domestic Product (GDP),
domestic prices, reserves and money
supply.

banks to diversify their business bases.
Hitherto, the banking act Section 73 (f)

(ii)

of 1969, restricted the banks from
holding equity shares in non-banking
related industries, in orderto protectthe
f

ln addition, the monetary

authorities prescribe sectoral and subsectoral allocation of credit in such a
way that available bank loans and ad-

unds of the depositors, to avoid conf lict

of interest and possible breach of conf identiality. The policy objeclives are;to
stimulate increased availabilityof equity
capital to SMEs: generate new small

vances are allocated to the borrowing

and medium scale businesses;and help

sectors and sub-sectors in accordance
with the desired objectives ol policy.

those SMEs with genuine case to re-

(iii) Similarly, the banks were required
to provide a specilied proportion of the
available credit to indigenous borrowers.
The proportion of total loans to indigenous borrowers previously stood at 90
percentage out cl wirich 16 per cent
was reserved for small and medium
scale enterprises, wholly owned by Nigerians. The 1 6 percentwas increased
to 20 per cent in 1990.

(iv)

Another aspect of banks, credit

allocation in respect of SMEs relates to

structure their capital bases for survival
and groMh.

Fiscal Policy Measures
Fiscal policy measu res containing

approved packages of incentives may
be described as the policy pursued by
government designed to induce greater
support for the industrial development
objectives and inftuence spending and
economic activities in an economy, by
changing the size and content of taxa_

tion and expenditure with a view

to

achieving given objectives.

36

al

JULY / SEPTEMBER I99I

VOLUME 15 No.3

(a)

The f iscal measures comprise ol
deductions and allowances in the determination ol taxes payable by manuf acturing enterprises.
The fiscal measures include:
(i) Pioneer status or tncome Tax

Relief Act
(ii) lnport duty relief

(iii) Capital allowance to aid capital
formation;
Tax relief for investments in economically disadvantaged local government areas;
Tariff measures; effective protection with import tariff to ensure that
locally produced goods are efficiently
processed and madecompetitive in both
domesticand export markets;
Export promotion incentives;
(vii) Foreign currency facility;
(viii) Budgetary measures;

(iv)

(iv)

(vi)

(b) lncome tax relief

The lndustrial Development (lncome tax relief ) Act of 1958, as subsequently amended provides tax exemption for a period of 3 to 5 years (tax
holiday)for an industry declared a pioneer industry and issued a pioneer
certificate. The tax relief period could be
extended by the number of tax relief
years during which losses were incurred
by a company. The losses incurred during the tax holiday period were olfset
f rom profits made afterthe holiday was
over.

Act, a company be granted reliel lrom
import duty on raw materials imported.
The company may Pay lor the imports
and later apply for the relief applicable
on the imports underthe Approved Users

(d) Tariff Measures

Scheme designed as the third Compound of the Duty Drawback Scheme.
(g) Foreign Currency Facility

The tarifl measure are meant to provide effective protection to locally produced goods. They constitute an important policy tool of industrial development. Although the most often changed
of allfiscal policy tools, they have been
used to ;

disequilibrium; and

(iv)

raiserevenuelorthegovernment.
Special attention is paid within

the general tariff protection to the priority

manuf actu ring co mpanies. Companies

lmport duty relief Act is an incentive
lor industrial development. Under the

Some budgetary provisions have
also been used regularly to stimulate
the development and lor the provision
of essential industrial inlrastructural
services. Governments (Federal &
States) in their annual recurrent and
capital budgets provide specif ied lunds

for the development of these sectors
and sub-sector. Such provisions are

(c) lmport duty relief

(iv) the relative impoilance ol the industry

This is to ensure efficient and competitiveness of local production, easier
movement of investable funds, goods
and services in and out of Nigeria, im-

(h) Budgetary Measures

(ii) moderation ol inflationary presSUTES;
(iii) correct balance of payments

ance were limited to 75 per cent of
assessable profits in the case of

training and development of Nigeria personnel;and

fund, the Duty Suspension Scheme

imports;

in the economy.

(iii)

motion programmes are export expansion fund, expon adjustment scheme

(i)

stimulate domestic production
and discourage undesirable or luxury

Under the accelerated depreciation
allowance system, all companies liable
to company income tax are granted
automatic and simultaneous in itial capital allowance enabled them to depreciate their assets for tax purposes. The
depreciation allowance aimed at promoting industrial growth and development vary with size and type of capital
expenditure incurred. The rates of allowance were reviewed downwards in
1966 but were reviewed upward again
in 1970, 1977 and 1985.
The generous deductible capital allow-

standard of eff iciency and levelof
development

Cushion against unforseen risks pro-

proved market access to the foreign
exchange market (FEM) and foreign
currency Domiciliary Account.

(e) CapitalAllowances

the rate of expansion

enhance i nternational competitiveness

for manufactured exports and act as

and the proposed Manufacture in-Bond

net losses.
ln the 1975 amendment, the period
lor which such claims could be made
was limited to lour years. Originally, the

(i)
(ii)

export; export promotion incentives such
as the import duty drawback were introduced to lacilitate export diversifica-

tion. Other incentives are the export
licence and excise tax/ export credit
guarantee and insurance scheme to

sectors.

cluded

(f )_Export Promotion lncentives
orderto promotethe growth of non-oil

Scheme which provides concessionary
rates of duty. 1984, the Approved Users Scheme and the general concessionary rates on raw materials and other
intermediate producls imported by
designated manuf actu rers for producing
import substitute producls were abolished and replaced with rates ranging
from 10-75 per cent.

ln the 1970 amendment of the Act,
such losses were no longer gross but

duration of the tax holiday depend on
the amount of capital invested, but in
subsequent amendment of the Act, a
set of criteria was applied. These in-

ln

engaged in agro-allied industries were
excluded.

a

additional to the f inances made available
to the sector by the financial systems.

CONTRIBUTION OF GOVERNMENT
AND FINANCIAL INSTITUTIONS

TO THE IMPLEMENTATION

OF

POLICIES ON SMEs
(i) Small Scale lndustries Credit Scheme

SSICs

ln 1971, the Federal Military Government, started to provide a more direct
form of financial assistance to SMEs, it
set up a small industries Development
programme to provide technical and
inancial support for SMEs. Thereafter,
established the small I ndustries credit
Committee (SICC) to administer small

f

It

lndustries

Credit Fund

(S.l.C.F.)

VOLUME 15 No.3
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throughout the country. ln the Third
National Development Plan 1 975- 1 980,
the SICF was formally launched as the

Small Scale lndustries Credit Scheme
(SICS). The Scheme was operated as a

matching grant between the Federal
Government and the state governments
and it was designed to make credit
available on liberalterms to enterprises

with capital investment outlay not exceeding N150,000.00.
The SSIC which was meant to be
a revolving loan scheme became progressively starved of fund owing to nu-

straints, some were less active than
others in this regard. Forthe purpose of
this paper and because of inadequate
information on most of the states, only a
few examples will be cited here.

The Oyo state Government for
example, allocated N10 million in its
1987 budget for an industrial fund
aimed at assisting (on a partnership
basis), smalland medium scale industrialists. Also, the Ondo State Government earmarked a sum of N20 million in
its 1990 budget for the establishment of
small and medium industries in various

merous abuses such that it had to be
discontinued by the Federal Government in 1979. The Nigeria bank for
Commerce and lndustry (NBCI) was
set up in its place to fund SMEs. The
rationale was that banking discipline
and prudence would veer financial assistance toward viable projects andthus
make loan recovery relatively easy.

parts of the state. The Rivers State
Government promotes SMEs through
the state-owned PABOD Finance and
lnvestment Company which provides
technical and financial assistance to
SMEs. No doubt other State promote
SMEs in recognition of their role in the
development process, States efforts
complement substantially, Federal
Government's assistance to SMEs.

(ii) lndustrial Development

(iv) Central Bank of Nigeria (CBN)

Centre

IDC in Oarerri in 1 962 bythe then Eastern

Nigerian Ministry of Trade and lndustry
and to the taking overof the Owerri IDC
in 1970 by the Federal Military Gov-

ernment. ln the Second National Development Plan (1 970-1 975)
N800,000 was allocated for setting up
lDCs throughout Nigeria. Essentially,
lDCs are aimed at providing extension
services to SMEs in terms of technical
appraisalof loan application, training of

day.

etary policies, the Central bank of Nigeria since 1970 has been instrumental in

proved as elfective as expected in
channelling credit to those sectors

promoting the development of wholly
Nigeria enterprises particularly in the
small-scale sector. On observing that

concerned, judging by the commercial
and merchant banks lending to these
sectors. The initial response from the
bankswas somewhat lukewarm. Banks

expatriate banks which contolled more
than 80 per cent of their credit to indigenous borrowers, the CBN directedthat
more loans be given indigenous borrowers, particularly SMEs. ln its policy
guidelines, the CBN directed that with
effect from April30, of banks'total loans
and advances, the proportion of loans
to indigenous borrowers was raised in

period April 1973 - April 1977,1o per
cent from May 1977 till end 1977, and
50.60, 70, 80 and 90 per cent in the
years 1978, 1979, 1982 and 1984 respectively,. Even though the CBN

Harcourt, Kano and lkorodu.

advanced to indigenous borrowers, the

(iii) State Governments

businesses and granted very small loans
to SMEs because of the perceived high

lndustries also promote the development

of SMEs. Owing to numerous

subsequent years

con_

Unfortunately, this policy has not

have attributed their inability to meet
the CBN directives to a number of factors which include inadequate collaterals
by the applicants, the uneconomic nature of small loans, and the banks in-

ability to undertake the task of scrutinizing applicationsf rom SMEsto assess
theirtechnical competence and eligibility

to 40 per cent in for loans

1972173 fiscal year, 49 per cent for the

raised the proportion

of loans to

be

banks concentrated on large scale

State governments, through their
lDCs and Ministries of Commerce and

from
January, 1990. The banks are required
to ensure strict compliance and submit
regular returns to the CBN as attachmentstothe First and Second Schedule
Returns within 28 days after the end of
each reporting month. Non-compliance

As a primary organ for projecting
and implementing government's mon-

entrepreneurs, managerial assistance,
product development and production
planning and control and other extension
services. Apart f rom the Owerri I DC, the
Federal Governme nt initiated the setting
up of thirteen more lDCs in thirteen
states with centres - Zaria Oshogbo,
Maiduguri, Abeokuta, Sokoto, Benin

City, Uyo Bauchi, Akure, llorin, port

of total loans and advances

attracts stiff penalties and failure to
render returns promptly also attracls
penaltres of between N100-N200 per

(rDcs)

Federal Government's active
participation in promoting SMEs is
traceable to the setting up of the first

sible (forthe banks) to achieve lullcompliance without necessarily extending
credit facilities to small - scale enterprises which are wholly Nigerian owned
and for which the policy was originally
designed." ln fiscal year 1979/80, the
CBN having realised that the commercial banks had achieved the minimum
prescribed targets, but little or no credit
facilities were extended to SMEs, the
CBN directed that at least 1 0 per cent of
the loans advanced to indigenous borrowers should be allocated to smalland
medium industries This percentage was
increased to 1 6 percent with effect form
April, 1980 to end 1989. lt was further
increased to a minimum of 20 per cent

risks involved and due to some of the
problems stated earlier. The Central
Bank in its Monetary policy Circular No.
11 of 1979 observed that ,,it was pos_

The failure of the banks to
meetthe lending target rellected aswell

the desire of the banks to maximize
profits. lnterest being a cost, the relatively low rates o, interest in Nigeria
could have been beneficial to the deveiopment ol industry. But this has not
been the case. Given the prolit consideration, the banks would give lirst
consideration to loans attracting high
rates of interest before lending to these
preferred sectors at the stipulated rAe of
interest. lt was because of failure of the
banks to meet the prescribed allocation
to these sectors and sub-sectors that
the Central Bank made it mandatory in
38
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1977 lor banks that failed to lend up to

the prescribed ratios to make the
shortlalls available to the Central Bank
which woukl make such lunds available
to the respective development banks
for lending to the sectors and sub-seclors
concerned. The tctal funds disbursed
as loans and advances to SMEs in
1980was N185.00 million. This amount

represented 2.1 per cent of their total
loans and advances compared with the

stipulaled 16.0 per cent in the policy
guidelines. By 1982, the share of banks
loans and advances letl marginally to
2.0 per cent. lt later rose to 3.2 and 6.1
per cent ol the aggregate loans and
advances allocaled to SMEs in 1983
and 1984 respec;tively. This was improved slightly to 9.4 per cent in 1985.
The share ol loans and advances to
SMEs rose to 9.8 per cent ol total loans
in 1986.
However, the result was remarkin
able fiscal 1987 in that most of the
banks complied and some exceeded
the minimum requirement. Aggregated
loans and advances to SMEs by the
banking sector amounted to N3,587
million which comprised 20.46 per cent
of total loans and advances. The year
1987 thus marked the lirst time that the

banks on the average, complied with
credit guidelines with respect to SMEs,
this desirable development was mainly
as a result of the heavier sanctions
introducedfor non-compliance. ln 1 988,
the anrcunt granted to SMEs increased
by 41.9 per cent to N5,090.6 million,
which accounted for 20.69 percent ol
total loans and advances of banks. The
achievement in 1989 was 20.6 percent
or N5.8 million. The continued compli-

ance by banks in the years ahead is
expected to boost many small and
medium scale enterprises.

Development Flnance lnstltutions
(DFrs)
The Nigerian lndustrial Development Bank (NIDB)was set up in 1964.
Its current authorised capital ol N400. 00
million is 59 per cent and 40 per cent
owned by the Federal Government and
the Central Bank ol Nigeria/espectively.
Private Nigerians own one per cent.
The Nigerian Bank lor Commerce and
lndustry (NBCI) was set up in 1973 to
cater primarity lor the dearth ol credit to
StuiEs sub-sector. The CBN subscribed
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40 per cent of the authorised capital of
NBCI while Federal Government took

up the majority share of 60 per cert.
Both NIDB and NBCI are irnportant in-

struments

of achieving increased

in-

vestment, growth and developrnent.
Both provide soft loans through ecpity
participations.NlDB caters tor the medium and large industrial enterprises
and some small scale units with total
investment and wofting capital up to
N570,000 come under its scope ol financing. The nalure of NBCIs operations inthe last severalyears essentially
make it the apex institution lor SMEs.
The moratorium for loans advanced by

NIDB is usually 2 years,while the repayment period is usually five years in
20 equal instalments lor most projects.
NIDB also grants working capital loans
as well as loans for capital intensive

proiects over extending 10 years. ln
addilion to NBCIs regular furctions it
administers the Federal Ministry of lndustries Special Fund for SMEs. The
loans allocated on a parity basis to the

states are guided by the Ministry's
guidelines.
Oneof the problems constraining
DFls lending operation is inadequate
funding. The traditional cheap source
of Funds to DFls is government loans.

This funds now appear inadequate in
the case ol the serious budgetary and
financial constraints. External funds for
DFls operations in view of the off-shore

contents ol manufacturers are becoming equally diflicult to source because of
the high level of the country's external
debt obligations. Attempts by DFls to
raise funds through localcapital market
are f rustrated by the prevailing interest
ratewhich makes the costof borrowings
too exorbitant for on - lending to the
specialprojects assisted by DFls. The
liquidity position of DFls has been seriously threatened by a combination of
,actors such as high charges and high
inllation rates. The wide fluctuation in
exchange rates have magnilied already
incurred external loans tenfold, thus
making repayment difticult.
The overdue arrears as percent-

ln the period 1980-1988 NIDB
assistarce to SMEs coverd 17 industrial sub-groups. Aggregate disbursements during the years was N277.6
million (see table 3.) On a yearly basis,
the disbursement which stood at N34.0
million in 1980 increased to N62.1 million in 1981 but declined through 1982,

1983 and 1984 to N38.9, N36"1 and
N30.7 millionTrespectively. From that
level, disbursements fellsharplyto N 15.5

million in 1985 and further to N18.4
million and N20.9 million in 1986 and
1987, respectively (see Table 3). ln
1988, the disbursements declined
drastically to N1 1.9 million. The NIDB
assistance to SME was concentrated
on consumer good sectorwhich received
about 60 per cent of total disbursements

during the period in reference.

The NBCI, invested N1,011.0
million in 796 SMEs in all states of the
Federation between 1 980 and 1 990 (see

Table 4). the sectoral analysis of the
investments shows that the food and
beverage sub-group had the lion share
o133.7 percent (341.2 million) invested
in 267 projects. Other manufactured

products, non-metallic products and
basic metal products followedwith 1 8.3,
14.3 and 7.3 per cent, respectively.
These are low technology sub-sectors
that add very little value in the manufacturing process. ln the period 19811990 total loan approvals by NBCI
amounted to 710.5 million (see table 5).
at 1988
amounted to only N265.7 million, constituting 37.5% of the total approvals
(see Table 5). Disbursements f luctuated
widely upward movement between 1981

Actual disbursements as

and 1 983 and the sharp slide f rom N31 .9

million in 1983 through 1984 to N9.64
million in 1985 and improvement in 1986

when it rose to N17.1 million. ltfurther
increased to N21.2 million in 1987 before it declined to N 15.9 million in 1988.
Disbursements roseto N52.1 and N87.7
million in 1989 and 1990 respectively.
Borrowers' inability to meet the minimum
conditions for loan disbursement in the

the DFls is their exclusion from

austere times could explain lor the
downward f luctuation. Nevertheless,
NBCI loans and equity investments in
small businesses continued to be of
immense help in the development of
SMEs in the country.

mobilising cheap deposits lrom corporate institutions.

(vi)

age of total portfolios have been exceedingly high. Another problem lacing

Other Schemes For SMEs
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The Small and Medium Scale
Unit Loan

Federal Government on January 9th

Scheme
To provide a major br€flk through in the
continuous dearth of credit delivery to
SMEs and make SMEs a veritable engine of growth, the Federal Government
approached the World Bankforf inancial
assistance to complement its other financial efforts discussed in the foregoing
paragraphs. The loans projec;t is designed to assist the financial restruc-

inadequacies in providing medium to
long - term (local and foreign) loans to

Enterprises SME Apex

turing ol some firms, help in the rehabilitation and expansion of SMEs as
well as initiating the setting up of new
ones. The total project cost is $415.8
million of which the World Bank provided

$270 million or 64 per cent of the total.
The SMEs entrepreneurs are expected
to provide $79.7 or 19.2 per cent of the

proled cost, while the 28 participating
banks (PBs) are expected to supply the
balance of $66.1 million or 1 5.9 percent
of totalpackage. The CBN, therefore,
established the sMEs Apex to administer the credit components and other
related activities of the World Bank Ioans

to facilitate project implementation. A

prolect co-ordinating committee has
been set up. The CBN is expected to
lend to eiigible PBs, the equivalent in
naira of the proceeds of their $2656.7
million, meant forf inal lending to SMEs.

The CBN loan to the PBs is at the
prevailing re-discount rate. The PBs
are free to determine what rates to use
in the final lending to the beneficiaries.
The overall responsibility in ensuring
that suitable procurement procedures
are complied with, by the PBs rest with
the SME Apex Unit.
Since 1990,when SMEApex Unit
started its operation, approvals have
been give to 43 prolects.
Disbursements totallir€ $5.356 million

or N50.10 million was made to

19

projec;ts. Atthe end of December 1990,
it sanctioned 27 proiects, but disbursed
$3.214 million or N27.766 millions to 8

projects.

Also, between January to Mid-Aprill
1991, SMEs Apex unit sanctioned 16
projects, but disbursed $2.142 miilion
or N20.293 mittion to projects.
The National Economic Reconstruction fund (N ERFUND)
The NERFUND is afunding mechanism
and not a bank. lt was set up by the

(b)

1989, specially aimed at correcting the

wholly Nigerian owned new prolects in

the SMES sub-sector. ln view of scarcity of foreign exchange for SMEs , that

NERFUND will enable SMEs to raise
enough money to finance foreign exchange requirements especially for the
importations of machinery, equipment
and spare parts. The contribution to the
fund is through bilateral and multi-lateral
sources as listed below.
U. S. $230 million from African
Development Bank (ADB)
U. S. $50 million from the Government of Czechoslovakia is intended
to be used for purchasing machinery
and equipment from the donor country.
U. S. $300, million from the Federal Government and Central Bank ol
Nigeria.
The funds portfolio appears to be
dictated by the terms of borrowing from
the World Bank and ADB. Prospective
SME beneficiary must be 100 per cent
Nigerian owned unit and be classified
as those with less than N10 million
capital base in f ixed assets plus the cost
of new investment (excluding land)

(i)
(ii)

(iii)

Prospective beneficiaries access to
NERFUND loans is through their banks
among the 95 participating banks the
primary obligers to NERFUND. The
prospective small and medium manu-

facturing unity must source not less
than 40 per cent of their raw materials
locally, while the PBs have to assume
the credit risk on behaif of the SMEs.
Priority also, must be accorded to
projects located inthe ruralareas. Since

The rate of response from the
SMEs was somewhat unimpressive at
the initital stage. The PBs too were not
adequately equipped for project appraisals Between September 1989 (the
inception time) and February 1990, a
meagre 54 applications were received
by NERFUND. But after much of public
englightment in the mass media together
with a course on operational modalities

of the fund and project

appraisals

organised for the PBs by NERFUND in

conlunction with NIDB, subsequent
application lrom prospective SME investors requesting {orf u nds rose sharply
above 2000. Approvals amounting to
N890 million have so far been made by
NERFUND for 114 projects spread
across 20 states and Abuja. Out of this
amount N 196 million hasbeendisbursed
to 39 projects in 10 industrialcategories
of which 40 per cent are in the agroallied sub-sector. Although the loans
are repayable in 10 years, actualperiod
of payment depends on the agreement
reached between the beneficiaries and
their banks A monitoring department
has lately been set up to ensure that
loans are used forthe approved projects.
ln spite of the f act that NERFUND
has shown some improvement, there
has been a spate of criticisms ol the
FUND not achieving its primary objectives by the Nigerian Association of small

Scale lndustries (NASSI) and the
Manufacturers Association of Nigeria
(MAN) which the FUND is supposed to
serve. Much of the criticism were on the
insignificant nature of the loans dis-

bursed so far to SSls which had not

yieldedthe expected relief . The seeming
insignilicant nature could be traced to
delays between evaluative, approval of
lower interest charges than the prevailing
the prolects and disbursements of the
funds" ln actualfact, the PBs are very
commercial rates.
meticulous at appraising projects before
The CBN does not assume liability
for any losses arising from the spon- approving them to avoid sponsoring
sorship of any unworthy project rec- unviable projecls which they will bear
ommended for f unding; it is specif ied in full responsibilities in the event of def autt
that in the event of lailure by the benefi- by the beneficiaries.
ciary to pay interest and principal on Secondly the beneficiaries believe that
maturity a direct debit of the sponsoring the PBs being the sole project evaluabank's account with cBN will be carried tors deny them (the beneficiaries) the
out without further renegotiating. The chance of defending the projects
PBs are therefore obliged to pick viabte whenever projects
are rejected and
projects, know the applicants very well where reasons given
for rejections are
as to recover 100 per cent of the facili_
not acceptable They behevedthat govties granted on maluflty
ernment should share the rrsks of de.
NERFUND is not planned to be a prof it
maximising enterprise, its loans attract
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fauhs with PBs. However, one cannot
blame the banks so much on the delays
considering lhe set rule ol operation
from the fund, the short term nature ol
the financial market, high rate of loan
delaults in Nigeria and lackol adequate
investable funds.

while others have had negative impacts.

Working for Yoursell Programme

The eflects of the policies

(wFYP)

programmes are hereby surnmarised.
Monetary Policies
Broadening the lndustrial Base
The activities of the financial houses
have helped to broaden the country's
industrial base as many industrial subsectors have been promoted through
loan and equity f inancing.

This is a scheme introduced by
the Federal Ministry of lndustries, assisted by the lnternational Labour
Organisation (lLO) and by the British
Council. WFYP aims at developing
entrepreneurial skill and at putting innovative ideas to fruition. Under the
WFYP, a six-week intensive course is
conducted at designated centres to train
and assist private small industrialists
start up or lund their business. lt was
lormally launched in Akure, Ondo State,
on 23rd February 1987. CIher centres
have since been opened in other states.

NBCI is the financial intermediary for
the scheme.

lnternational Financia I Assistance

Over the years, most ot the policies made bythe government are found

to be consistent with SMEs prornotion

The activities of
institutions is

the

an

financial

indication ol

government's active participation in the
promotion of SME's development.

and

1.
(a)

(b)

EmploymentGeneration

Allhough statistics are nol yet avail-

able, it is realistic to assume that the
more the number of SMEs that are
established, the greater the number of
jobs that would be created. The loans
so far disbursed have created jobs, directly and indirectly, lor Nigerians as
workers have been employed to execute and operate the projects. Also,

earlier, SM Es f ind it diff icult on their own

throughthe activities ol NDE, numerous
jobs have been created in 1987, 1988
land 1 989, respectively.
lmproved Access to lnstitutional

to put up investment packages that

Credit.

would attract foreign capital. However,
some international organizations such
as the World Bank, the African Development Bank and the lnternational Finance Corporation have continued to
play important roles in providingforeign

The most important impact of
Government's f inancial policies as they
affect SMEs is the improvement in access to credit facilities. Ahhough the
commercial and merchant banks failed
to complywith CBN's Credit Guidelines
with regard to loans and advances to
SMEs up to 1986, they have, on the
average, complied lrom 1 987 to date as
a result of stringent measures taken by

Owing to problems discussed

capitalto some and medium scale industrialists in Nigeria. Federal Govemment guarantee is invariably required

in most cases and sometimes the government agrees to monitororco-f inance
SMEs receiving external financial support. An example was the $41 million
World Bank Loan granted through NBC I
forlinancing pilot projects inf ives states
- Ondo, Cross River, Niger, Plateau and
lmo. Also in 1988, the African Development Bank (ADB) granted an export
stimulation loan of U.S.$252 million to
finance SMEs in Nigeria.

SECTION III
EFFECTS OF GOVERNMENT
POLICIES IN RESPECT OF
SMEs

(c)

the government. Also, NIDB, NBCI,
SME Apex Unit and NERFUND are
other sourcesthat have made accessto
credit easier lor SMEs.

(d) lnterest rates and Credit Ceilings:The relatively low rates ol interest has
not played a signilicant role in allecting
the cost and availability of credit . The
lending rates ol some ol the specialised
financial institutions were lower than
the rates at which they could borrow
lrom the domestic f inancial markets to
expand their operations. The structure
is futherworsened bythe f ixing ol lending
rates to other sectors (SMEs) at levels
lower than the lending rates to other
sectors. The commercialbanks in their

bid to maximise profits have been giving prelerences to loans attracting
higher rates of interest . Neverlheless
the decision was taken under the deregulated system to lree the interest
rate lrom direct control and put under
the interplay of market forces. ln 1991 ,
Government as a regulator realised that
the interest rates which rose to its peak
at 31 percent under the new system did
not ref lectthe sharpdecline inf tationary
trends. As such, this behaviour was
found to be a disincentive to investment

growth and government decidedly
pegged its celling at 21 percent.

(e)

The direct control of banking
system used to be the most effective
toolof monetary policy

directing credit
The
prescribed sectoral and subsectoral
allocation of banks' credit to wholly
in

to all sectors in the economy.

Nigerian owned SMEs has proved
beneficial in availing Credit to and this
will continue to apply in 1991. The
commercial and merchant Banks loans

to SMES smallscale remain at a minimum of 20 percent of totaloutstanding

Credit while the CBN's guidelines on
allocation to SMEs stillstands,
lmplications of Banks equity

(f)

holding in companies are listed
undewrneath. Government may need
to set the enabling decree that will put in

place the modalities for banks equity
ownership in private firms.

(i)

Firms with genuine intentions but

inactive due to lack ol suff icient capital
would be rescured by the banks through
this policy.

(ii)

The existing ownership structurei

and stalling of some SMEs are highly
lamily centred, if banks are allowed tql
come in as part owners, there would be
a spread in the ownership structure.
]

(iii)

The policy might presen!?ppor1

tunity for the banks to convert the debt$
owed them to equity. And with the

banks coming to participate in the
ownership of such firms their chanceg
ol survival and growth would further

bf

enchanced.

(iv)
(i)

Fiscal Policy

The rate ol income tax has rqmained relatively stable lluctuating bt4
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tween 40 and 50 of taxable prolits. This

stable rate is highly conductive to industrial planning and development.
The tax exemption lor pioneer industries have proved very beneficialto industries concemed. The tax
reliefs have provided incentives lor in-

(ii)

dustrial groMh and development.
The measure of capital allowance characterised by faster depreciation has tended to enchance prof itability
and liquiditywhich minimisedtheir riski-

(iii)
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corne a dependable policy tool to achieve
various economic objeaives. Available
evidence shows that tarrils have been
used to provide effective protection to
some of our dommestic industries and
the rate of protection has been increasing. While the policy ol tarrif protection
is desirable in developing countries like

ours, the products ol protected industries
must be able to complete in quality and
price in export markets. The rates and

duty are often changed as

the

ness. Under normal circumstances
these shoulld lead to industrial expan-

need
arises. Frequent changes intarrifs have
had adverse eflects on lndustrialplan-

sion and growth.

ning and Strategy. lmprovement ol

Capital allowances have not influenced the proliferation of SMEs but
have promoted the predominance of
capital intensive industries that do not
reject relative f actor availability. Capital
allowance could have ben used with
some reasonable degree ol discrimination to influence industrial locations
away lrom the cities tothe ruralareas lt
could have also been to influence the
establishments of the type of industries
that conform with government priorities.

(iv)

The import duty as a general
policy toolonly helped in protecting the
import substituting industries through
reduction in production cost, but encourage the importation of raw materials, and capitalgoods hence the problem of over-dependence on imported
raw material, capital goods and asso-

ciated technology. Based on this, the
import duty refunds and Approved Users Scheme were abolished in 1971
and 1972, respectively. They were reintroduced but subsequently abolished
again in 1984. The duty relief, specifically on raw materials was put in place
to be used in manulaclured exports.
The duty draw back, duty suspension
and Manuf acture-in-Bond were recently
introduced. The Duty draw back provides for refund of duties on raw materials for manufactures, destined for export while Duty suspension and Manuf acture- I n-Bond provide forthe granting
of exemption of duty on such raw ma-

terials imports that are to be used in
manufactured export.
Tarrif Measures Tanifs have be_

(v)

tarrif in this area has necessitated governmenl introducing the harmonized
tarril scheme that will last for 7 years to
enhance industrial planning.
One policy of government that
has received some criticism from the
private sector is the depreciation of the
naira exchange rate which has made it
costly lor SMEs to procure their imported
raw materials and spare parts. lt must
be noted, however,thatoneof the major
objectives of SAP is greater reliance
on locally sourced inputs which high
exchange rate is expected to prornote.
Similarly, the high levelol interest rate
which came under heavy criticisms have
bee n addressed in the 1 99 1 budget wilh
the government pegging the upper limit
of 21 percent.

Notwithstanding these shortcomings, government's current linancial
policies are consistent with SMEs promotion and therefore, deserve the sup-

port and co-operation of the private
sector.
SECTION IV
SUMMARY AND CONCLUSION
This paper has tried to examine
the various monetary and fiscal policies

Seclion 1 reviewed the definition,
charateristics, roles and problems of
SMEs. Novelprogrammes have been
initiated since the introduction of SAP in

support ol SMEs. They included procurement ol loreign finance which will
enable SMEs to import some of their
inputs, the establishment of NERFUND

and the national Directorate ol Employment. ln Section 1 1, the contributions of the financial institutions to the
implementation ol government's SMEs
policies were examined and found to
have improved overtime. The impact of

government's fiinancial policies were
treated in Section 1 1 1. Theywerefound
to have increased SMEs access to in-

stitutional credit, broadened the
country's industrial base and created
employment opportunities for many Ni-

gerians. ln this section, the unintended
elfecis ol the policies were also noted.
They included the promotion of only
consumer goods industry to the exclu-

of

sion
the capital and intermediate
goods industries, the promotion of commercial acti vities without due regard to
the promotion of the real sectors industry
and agriculture. The paper called on
the participants to f ind solutions to these

problems. Other unintended effects
included increased cost s of production

arising lrom depreciation of naira exchange rate and high cost of credit.
Finally, it is important to note that effort
s made by the government to facilitate
SMEs access to credits require the co

-

operation ol the banking institutions in
general. lt is crucial that all obstacles
are removed, that more enterpreneurs
are identilied and encouraged, that the

- denial be taught the
younger generations to boost domestic
savings for investment in orderto make
lhe country greal.
spirit of self

of the government that are airned at
promoting SMEs. The rationale for prornoting SMEs was given as their abitity
to make efficient use of resources, cre-

ate employment, mobilise domestic
savings for investments, encourage and
expand the role of dommestic entrepreneurs, train workers, use local raw materials and distribute income more equi-

a

tably.
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SECTORAL ALLOCATION OF COMMERCIAL AND MERCHANT BANKS'
CHEDTT (PERCENTAGE ALLOCATTON)

SECTOR

(1)

Priority Sectors

(a)
(b)
(2)

Agricultural Production
Manufacturing enterprises

Others

COMMERCIAL

MEBCHANT

BANKS

BANKS

50.0

50.0

5.0)

(10.0)

(35.0)

(40.0)

50.0

50.0
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l/
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A.

Lindberg: Survival and Growth: Management Strategies forthe smallf irm. A
Divrsron ol American Management Associations (AMACOM) New Yoft p. 1

1J

Banks are to regard allocation targets in (a) & (b) as minima and that of (2) as maxima.

2l

This sub-sector does not include miningrquarring and conslruction which were
'
classified under this sector up till 1986.
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LOANS AND ADVANCES TO SMALL-SCALE ENTERPRISES BY THE BANKING SECTOR:1980-1990.

J
1

AGGREGATE LOANS AND
ADVANCES (N MILLION)
1

1.

980

1

981

1

982

7.379.20

8,604.80

10.277.00

13.40

185.00

PERCENTAGE ALLOCATION &
SMALL-SCALE ENTERP RISES

1.78

CATEGORY A:
UP TO N25,OOO

1

983

1

984

1

985

1

986

19t,7

1

988

1

989

1

990

00.00

11,550.60

12,170.60

15,s31 .90

17,531.90

24,602.30

28,1 08.80

38,199.30

206 70

351 30

705 70

972 20

1.454.30

3,587.30

5,090.60

5,789 80

7,954.60

2.15

316

6.1 6

6.1

7.99

9.26

20.69

20.69

20.60

20.82

o.20

0.20

0.30

0.40

1.00

1.00

1.60

1.90

4.20

2.10

2.60

CATEGORY B:
N25,000 - N50,000

0.30

0.20

0.30

0.80

0.80

0.80

0.60

2.OO

1.90

160

1.40

CATEGORYC:
Ns0,000 - N100,000

0.30

0.30

020

0.30

0.90

3.'l 0

1.00

2.10

2.00

190

't.80

CATEGORY D:
N100,000 - N200,000

0.30

0.30

0.30

0.40

1.20

100

0.70

2.70

2.50

2.50

2.20

CATEGORY E:
N2,00,000 - N500,000

0.70

1. 10

1.00

1.80

2.20

2.00

1.40

3.80

4.30

4.00

4.90

1 1 ,1

AGGREGATE LOANS AND
ADVANCES TO SMALL SCALE
ENTERPRTSES (N MTLLTON)
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1

oTHER CATEGORY (F & G)
UNSPECIFIED CATEGORY

d

z
l!

a
D
J

CENTRAL BANK OF NIGERIA, LAGOS.

1

0.10

N/A

4.00

N/A

7.96

N/A

s.79

o.o2
8.48

N/A

7.90

a
o\

Table

&

$
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NIGERIAN INDUSTRIAL DEVELOPMENT BANK LIMITED
TO SMALL AND MEDTUM SCALE TNDUSTRTES (1980-1988)
(Amount in N'000)

rI]

DTSBURSEMENT

ca

zE]

F.
E

TOTAL

IJ.I

v)

S/NO

SU&SECTOR

1980

1981

1982

1983

1984

1

985

1

986

1987

1988

4,'..t45 2

1,651

1980-1 988

J

D
1

2

845 0

Food

Beverages

5,816 5

6,504 7

6,096

1

1,131 0

3,193 0

276 0

2,695 0

Footwear and
Leather Products

2,520 0

701 0

Wood Products
and Furnrture

1,680 0

2,124 0

4,439

6

Paper Products

2,660 5

8,840 0

2,954 0

3,042 3

7

Chemtcal and
5,523 0

10.764 5

8,229 3

7,257 0

3

Textrle

4

5

Petro-products

I

Rubber Products

9

Cement

10

c.)

4,245 0

3,942 3

Glass, Clay and
Stone Products

1

1,344

'I

4,105 5

,100 0

1,041

7C0

3,278 0

1

158

I

lron and Steel

2,880 0

12

Metal Fabrrcatron

3,350 0

13

Electronrc and Electrrcal
Apphances

2,230 0

2,305 4

61 7

18,392

2

,598

1

1

4,354 3

51 2

3.382

2

1,036 4

176 3

273

21

I

12.742

I

2,827

I

253

1

26,429 7

4,256

I

1,309 2

3.907 0

a

1,293

1

6.225 5

59,438 4

2,000 0

1,683 0

7,O37 7

4,091

I

3.526 6

1,898 0

5,151 2

368 7

1,003 7

473 3

42

47

75

1,084 2

4,259 0

4,557 0

1,840 0

1,655 0

67

579 0

2,196 0

1

'1

3

809 2

12,326 6

2,896 4

92

1

30

30,712 8
2,880 4
2,929 0

733 0

15

Mrnrng and Quarryrng

16

Hotel and Tounsm

6,930 4

4,326 0

17

Mrscellaneous

5,340

I

13,480 5

4,455

I

3,834 0

6,980 0

43,123 5

62,098 7

38,902 2

36.059 6

30,733 0

NOTE

259 0

"291

965

396

2,360 0
1,112 4

2,399 6

491 4
,126 2

543 7

1,679 9

15,411 6

18,411 4

20.8712

1

G]

z
J
o

4

28,983 3

12

1,966

Transport Equrpment

TOTAL

2

123

a7a

14

rn

2

755 6
.l

1

3,686 5

1

2,549

2,000 0

11

z

I

2,393 0

The drsbursement are usually spread over the rmplementatron penod of the prolects
These drsbursements are rn respect of sanctrons to proiects whose costs (rnvestment plus workrng caprtal)
are up to N750,000 for Small-Scale and up to N3 0 mrllion for medtum-scale pro;ects

1

435 5

13,295 7

6,999.0

44,439 9

1,943 0

277.554 0
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TABLE 4
SUMMARY OF NBCI INVESTMENTS AS AT DECEMBER 1990
AMOUNT
N'000

%oF

267

341,200 6

337

Entertainment

27

33,694.0

33

lron and Steel

34

73,504.0

73

Non Metallic Products

67

44,029.4

14.3

4

1,225.0

0r

Transport

21

12,1443.5

0.1

Wood and Wooden
Products

35

34,758 .7

34

Textiles

26

25,218.0

25

Machinery Basic Metals

3B

54, 1 88.8

54

Pulp and Paper Products

31

48,913.5

4.8

141

184,586 6

18.3

105

57.573.9

5.7

,01 1 ,036 0

'100.0

INDUSTRIAL GROUP

NO OF

PROJECTS
Food and Beverages
Tourism, Hotels and

1

Electronrc and Electrical

Appl.

Others Manulactured
Products

TOTAL

Others Services
lndustries
TOTAL

/9b

1

* Excludes EDP/WFYP approval
Source: NBCI
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Table 5
NBCI TOTAL APPROVALS AND DISBURSEMENT
1981 - 1990
(N'MILLtON)

YEAR

APPROVALS
(1)

DISBURSEMENTS
(2)

1

981

55.47

12.67

1

982

29.88

27.16

1

983

22.36

31.90

1

984

0.20

6.24

1

985

2.87

9.64

1

986

16.88

17.14

1

987

117.75

21.15

1

988

142.96

15.92'

1

989

189.72

52.1

1

990

132,4

87.7

TOTAL

710.49

N/A

. The ligures above cover approvals and disbursement to all projects except those to
FME Small-Scale Enterpnses.

" lncludes long and short lerm loans ol N6.7 million, EDP/WFYP loans of N0.86
million and the World Bank loan component ol N8.3 million.

fuurce:

NBCI.
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Table

6

NBCI APPROVALS IN 1987

.

1990

NO OF PROJECTS APPROVED

SECTOR

1

987

73

1

988

33

1

989

1

990

31

1

Food and Beverages

2

Tourism, Hotels and Entertainment

1

1

3

lron and SteelBasic lndustries

8

2

7

10

4

Non-Metallic Mineral Products

7

11

4

3

5

Electronic and Electrical

6

Transport

7

Wood and Wooden Products

7

3

I

Machinery & Basic Metal Products

1

6

3

9

Pulp and Paper Products

7

2

4

7

1

10

Textiles

10

7

3

2

11

Other Manufactured Products

30

23

19

10

12

Other Service lndustries

23

8

5

'4

173

97

76

36

TOTAL

SOURCE: The Nigerian Bank for Commerce and lndustry
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